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Executive Summary 


Even though farmers in Orissa lack marketing expertise and wood markets are 
not well-developed the future of farm forestry in the state appears optimistic. 
This is mainly because of a large indigenous wood-based industrial sector, with a 
consumption of about 354.000 tonnes of wood per year - roughly equivalent to 
the total annual production from 56.000-112.000 hectares of plantations. In this 
respect Orissa differs from other states, such as Uttar Pradesh or Punjab, where 
the demand for farm forestry products experienced a downturn in the late 
eighties. However, in other aspects the Orissa scenario shows disturbing similarities 
with markets which collapsed. The key issues that must be addressed if sound 
wood markets are to develop are: 


Rules regarding wood trading 


Transportation and trade in wood products are bureaucratic and complex exercises 
for farmers. Apart from discouraging farmers this also heightens possibility of 
traders and the industry exploiting farmers. 


Insufficient flow of market information 

The knowledge among the farmers about market demand and prices is very 
rudimentary. The industry finds it too costly to obtain the information necessary 
to purchase directly from farmers. 


Disparity in market power between buyers and sellers of wood produce 

The pulpwood market which forms the most important component of farm 
forestry has a few large buyers and a myraid of small suppliers which leads to a 
weak bargaining position for farmers. 


We reconimend 


Rules to be simplified and the flow of market information enhanced to enable 
farmers to market their produce themselves and to encourage industry to purchase 
directly from farmers. To help farmers in bargaining with the industry, formation 
of tree-growers’ cooperatives should be encouraged. State Government 
organisations, such as the OFDC can provide an alternative marketing channel to 
tree growing farmers and to provide technical extension services related to 


appropriate species, spacing and likely yield. 
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I. Introduction 


Background 


The history of large scale social forestry in Northern India dates back to the late 
seventies. Uttar Pradesh was one of the earlier states to promote social forestry 
where farmers in the early and mid-eighties eagerly took to planting, Eucalyptus, 
on private lands. The momentum for farm forestry suffered a setback around 
1986-87, due to marketing problems. Farmers’ high expectations from farm 
foresiry products remained unmet mainly due to insufficient demand for poles 
and in the poor bargaining power of farmers as compared to organised and 
experienced wood product traders. (Saxena 1990, p 18). 


This loss of confidence in farm forestry had two far reaching implications: firstly 
a shortage of Eucalyptus poles within the next few years (ORG 1990:a) and 
secondly that farmers are reluctant to try another attempt at farm forestry, 
implying that the social forestry concept of afforestation through sustainable 
private forestry will not be achieved. This experience of insufficient attention to 
marketing and changing attitudes to farm forestry has also been found in the 
states of West Bengal, Punjab and Haryana.' 


This particular study was initiated in order to identify measures to preempt such 
a development in Orissa and focus specially on the scope of farmer-industry 
linkages in the state. 


Social Forestry in Orissa 


Social Forestry in Orissa was initiated in 1983-84, when SIDA started assisting 
the Orissa state government in their afforestation efforts. The main emphasis of 
the Orissa Social Forestry programme has been on community land and wasteland 
afforestation, with a small component of farm forestry and farm forestry for rural 
poor. Farm Forestry and Farm Forestry for Rural Poor (FFRP)? together account 


' For further information, sce the ISO/Swedforest sponsored IMRB market study en Maharashtra 
and West Bengal 1989, Symatec Associates study on Haryana 1989, Bihar 1989 and “Raw material 
scenario for Pulp & Paper Industry’, S.K. Kapur 1990. 


Under the FFRP agro-forestry scheme, a landless farmer is given a ‘patta’ - usufructuary rights - for 
.5 ha degraded revenue land, plus seedlings and seeds to plant the same. 
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for approximately 17% of the total area covered, leaving 83% of the achieved 
coverage outside private lands (APD 1988 p 11-12, and OSFD 1991, annex 1.2). 
Upto 1991, some 47,000 ha village woodlots have been planted, 26,000 ha 
degraded land reforested and 15,000 ha private and ‘patta’ land planted.* Survival 
rates of the latter plantations have varied from a low of 14% in the early days of 
the farm forestry component to a high of almost 75% for FFRP plantations during 
1987-88 (OSFD, 1991 annex 1.2). 


> Farm Forestry coverage is calculated with an average plantation density of 2,500 plants per hectare, 


and 30% average survival rate. 
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II. Market Situation in Orissa Today 


Wood Marketing Traditions 


Cultivating trees mainly for the market is a new development to Orissa and can 
be said to have been introduced by the Social Forestry project. Traditionally 
wood related trading was extremely limited and remained confined to selling off 
old and low-yielding fruit trees or trees that were competing with agricultural 
expansion. The emergence of a formal wood market is related to scarcity of 
wood and has taken place during the last two decades. Exceptions to this exist in 
the coastal districts of Puri and Balasore where farmers were introduced to 
planting bamboo for a paper mill in the fifties. 


Today farmers have begun to view trees as a cash crop and are interested in 
developing farm forestry as a commercial activity. The author’s survey reported 
the following percentages of farmers who were willing to market farm forestry 
produce: farmers with land holdings smaller than 2.5 acres were willing to 
market 80 %; those with 2.5 to 7 acres 67%, and those with land holdings greater 
than 7 acres appeared ready to sell 75% of their harvest. Even though the 
methodology behind the sampling and the size of the sample do not lend 
Statistical validity to the results, these high percentages demonstrate that the only 
way to ensure the popularity and sustainability of planting trees among farmers is 
to make sure that they are able to market their produce in a meaningful and 
remunerative manner. 


Since large scale and successful farm forestry only started in 1986-87, the 
quantity of produce for marketing today is not very significant; consequently 
markets are not well developed. This study concentrates on the emergence of 
wood markets considering: (a) the present consumption pattern (b) the likely 
future supply scenario and (c) the institutional mechanisms for wood markets. 
While analysing the present consumption trends, figures estimated for 1991 will 
be used unless stated otherwise. 


Consumption Pattern 


The consumption of wood in Orissa can be broadly categorised under the 
following headings: 


(a) Fuelwood 
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(b) Timber 
(c) Poles 
(d) Pulpwood 


To differentiate between these we adopt the following conventions, as measured 
at ‘breast height’ (one meter and thirty centimeters) above ground: 


Timber quality trees have a diameter of 30 cm+, 

Poles have a diameter of 15 cm+ and are straight, 

Pulpwood has a diameter of 10 cm+, and a minimum length of 
one meter, 

Fuelwood is any wood that burns. 


Consumption of fuelwood, poles and timber can be subdivided into non-industrial 
and industrial consumption. 


Non-industrial fuelwood 


This encompasses rural and urban household usage and fuelwood used for 
community festivities and ceremonies. According to an ORG study (ORG 
1990:b p 71) the total annual ‘demand” of this category comes to 15,6 million 
tonnes fuelwood per year. However, the same study indicates that only 22% of 
wood-using rural households depend exclusively on purchased fuelwood, while 
the corresponding figure for wood using urban households is 89%. Since urban 
consumption of fuelwood constitutes merely 10% of total domestic fuelwood 
consumption, the figures indicate that a rather small percentage (30%) of total 
domestic fuelwood consumption is traded. This implies a total purchased domestic 
consumption of fuelwood of approximately 4.7 million tonnes per year (ORG 
figures). Also Bansal (Bansal 1990, p 90) points out that only 10% of the 


estimated fuelwood demand of 10-12 million tonnes is supplied by recorded 
fuelwood production. 


Industrial fuelwood 


This includes fuelwood consumed from local brick-kilns to big industry. The 
ORG study (ORG 1990 b: p 71) estimates this ‘demand’ at 1.2 million tonnes per 
year. However, according to Government of Orissa (GoO) statistics (GoO 1987) 
the total fuelwood consumption of the registered industrial sector - excluding 
government bodies - is no more than 4,000 tonnes per annum, which is significantly 
less than the ORG estimate, even if adjusted for reasonable government and 
unregistered cottage industry consumption of fuelwood. Since the ORG figure is 


4 
The ORG study extrapolates the demand from the present consumption, not taking into account the 


potential for suppressed, and replaced demand. In this study we will consider their ‘demand’ figures 
estimates of consumption. 
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based on sampling, and depends on a large number of assumptions, we expect the 
true industrial consumption to be closer to the GoO estimate - in the range of 
7,000 to 8,000 tonnes per year. 


Despite this large consumption, fuelwood markets (industrial and non-industrial) 
are not attractive for farmers. Prices in these local fuelwood markets do not 
reflect the real cost of planting trees and are not remunerative for private farmers. 
This is because cultivated farm forestry produce competes with headloaders - 
who aquire fuelwood from state forests at a nominal, or no, cost - and with the 
State forest cooperation which provides subsidised (20%) fuelwood from depots. 
The only way to compete in the wood market is through pricing,’ and no tree 
growing farmer can under-cut a headloader or subsidised state supplier and still 
make a profit. With such a situation low prices and minimal profit margins can 
be expected to characterize fuelwood markets. 


Non-industrial timber 


This sector includes domestic, community level and artisanal consumption of 
timber. The bulk demand is for construction and repair of buildings and 
manufacture of other wood-based assets, which means mostly hard and semi 
hard species are preferred - such as Sal and Teak. Eucalyptus, considered less 
than semi-hard, is not deemed suitable by carpenters or building contractors and 
thus trade in Eucalyptus is small. The ORG survey (ORG 1990 b: p 76), estimates 
the annual requirement of timber for construction of houses and repairs to 
approximately 80,000 tonnes. Small-scale household manufacturing of ‘household 
assets’ - including furniture and related items - is estimated to demand 88,000 
tonnes per annum, while community level construction is estimated to consume 
about 5,800 tonnes of timber per annum. 


Hardwood timber is procured from different markets depending on whether the 
consumer lives in a town or in the country side. The ORG survey (ORG 1990 b:) 
claims that approximately 90% of the rural domestic timber consumption is met 
either from village woodlots or from nearby forests, while their urban counterparts 
procure 75% of their raw material from state depots and the balance from private 
depots and saw mills. The private depots and saw mills in their turn depend upon 
the state depots for most of their hardwood supply. 


These ORG findings are supported by the author’s survey of timber merchants in 
Sambalpur and Cuttack - the two main wood trading locations in Orissa. A 
typical timber merchant has his own depot and a small saw mill. He purchases 


S  Thisisdue tothe high price elasticity of the market, which comes from the low product differentiation 
- one piece of fuelwood is as good as another. 
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hardwood exclusively from OFDC auctions, but softwood - mainly Chakunda 
and Mango, is purchased from local farmers through middle-men. The merchant 
saws and sorts the wood according to the needs of the industry. Hardwood is sold 
to private persons and building contractors, while softwood is often sold to the 
packing industry outside the state. According to traders the traded local non- 
industrial timber demand is, except in Cuttack, almost negligible. In case private 
individuals do purchase wood, the OFDC supplies local residents with upto one 
cubic meter of wood at a price 20% below the rate quoted to traders. 


In March 1991, the trader retail price per quintal Sal wood was about Rs. 1200- 
1300. Wood of quality closer to Eucalyptus, such as Chakunda, was traded at 
Rs. 300 per quintal. Prices over the past ten years have been rising steadily 
according to the traders. 


Non-industrial timber markets can thus be characterized by two main market 
structures; the rural village and small town markets, where informal intra-village 
trading takes place with timber from nearby forests or village woodlots; and the 
urban market with the OFDC and private depots, where timber is supplied 
mainly from state forests. The volume of wood supplied by both these markets 
can be approximated at 170.000 tonnes per year. 


Industrial consumption 


Timber is mainly consumed as raw material in production, such as in building 
houses (hardwood) or in the packing industry (softwood). There used to be a 
large number of wood based industries in Orissa, but due to shortage of raw 
material and banning of certain wood exports, many are now sick or closed. The 


following table shows the state of industries dependant on timber for raw 
material. 


Table 1; Condition of timber industries in Orissa 


1978-79 Total Closed Extinct Working 
Number 

Sawing and planing of wood 382 17 103 263 

Manufacture of structural 

wooden goods 6 0 2 4 


Manufacture of wooden 
furniture and fixtures. 24 0 6 18 


Source: GoO Statistics (GoO 1978, p 44). 


Since 1979 the raw material situation for the industry has deteriorated. The 
output of timber from state forests, the main supplier of industrial hardwood 
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limber, has decreased to less than 40% of the output ten years ago (Das, 1990, 
p 5), and now green-felling of trees is banned in five districts of the state. In 
addition the state government has prohibited private export of railway sleepers to 
the Indian Railways. The combined effect of raising the price of the raw material 
and curtailing the saw millers’ market, has been a reduction in the number of saw 
mills in Sambalpur town from 54, in 1982, to eight in 1992. The softwood market 
is to an even larger degree dependant on exports - approximately 90% of all 
softwood traded in Orissa is exported to Bihar, West Bengal and south indian 
States, and would thus be more sensitive to market disturbances. 


Some sources claim all wood exports from Orissa, processed or non-processed, 
will be banned within one year. Needless to say, such a measure would be 
extremely detrimental to the wood industry in Orissa, which already suffers 
under the prohibition to export railway sleepers or round logs outside the state. 


GoO statistics from 1986-87 (GoO 1987) estimate the total raw material 
requirement of the above industries at 43,000 tonnes per annum, which is mainly 
supplied by the Orissa Forest Development Corporation. However, this demand 
was estimated before the ban on export of railway sleepers, which comprised 
almost 20% of the wood merchants’ market. Hence the actual! demand today 
should be somewhat less than 43,000 tonnes. The demand for timber from 
private forestry does not, have to be of this magnitude. Most of the trees planted 
by private farmers are Eucalyptus or Acacia, none of which are much sought- 
after species in the timber markets today. Sal is the predominant choice among 
hardwood using industries, and Chakunda is used by the packing and cable drum 
industries. On the other hand, a study by ORG of market opportunities for social 
forestry produce in Rajasthan (ORG 1990 a: p 43) identifies six different timber 
based industries - furniture, centering/scaffolding, roofing, cart, cable drum and 
the packing box industries - that use Eucalyptus as their main substitute for 
traditional species such as Sal, Sisoo, Mango and Neem. As traditional timber 
species in Orissa become more scarce, and thereby more expensive, Eucalyptus 
will probably gain wider acceptance and usage among some of the local industries 
and artisans. Already, Eucalyptus is used as a substitute for Paisal wood in 
constructing the massive chariot that is hauled through Puri during the annual 
‘Rath Yatra’ festival. 


Non-industrial consumption of poles® 
Poles are used mainly for supporting poles used for constructing houses, or as 


centering material in smaller houses. The annual consumption of this produce is 
very difficult to estimate as the construction of a house is a once-in-a-lifetime 


* The analysis of the pole markets is based on interviews with OFDC officials in Bhubaneshwar, 
Sambalpur and pole traders in Cuttack and Bhubaneshwar. 
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activity for most persons. Poles are not traded frequently but leased from traders, 
as the same pole can be used upto seven times as construction support. These 
features make it difficult to estimate the non-industrial consumption of poles, 
instead a figure of the total trade in poles - industrial as wel! as non-industrial will 
be approximated below. 


Industrial consumption 


Industrial consumption of poles is by the coal mines and building contractors. 
The OFDC supplies coal mines with about 60,000 poles per year but it does not 
supply much to private contractors. Previously the OFDC supplied the coal 
mines in Bihar and Andhra Pradesh with at least 60,000 poles per year, but now 
that export is banned. Today the OFDC does not compete in the private market 
because the poles they are allowed to fell are often of poor quality so the 
contractors do not want them. The coal mines, on the other hand, have centrally 
negotiated delivery agreements between Coal India and the Orissa state 
government, and are therefore in no position to demand quality. 


The species most in demand is Casuarina, followed by Bamboo and Eucalyptus. 
Almost all the Casuarina traded in Orissa is imported from Andhra Pradesh 
where it is procured from private farmers directly or via middle-men. Eucalyptus 
poles are mainly imported from West Bengal. According to traders, the dependance 
on imports is partly due to a limited supply of poles in Orissa and partly because 
the problems in arranging the transport permits (TT-permits) needed to purchase 
material from farmers in Orissa. Building contractors are supplied by private 
traders, who sell imported Casuarina and Eucalyptus. According to rough 
estimations by traders in Cuttack and Bhubaneshwar, the annual trade in poles in 
these two markets is about 300,000 to 350,000 poles per year. Since these are the 
two major trading places of Orissa, the actual traded demand should be reasonably 
close to this estimate - at most 500,000 poles per year. 


Prices in the pole market are somewhat higher than those in the pulpwood market 
- around Rs. 600 per air-dried tonne (1991 prices). But the quality requirements 
are higher in the pole market, which renders this market more difficult to access 
for small growers who plant on wastelands. 


Consumption of pulp wood 


The pulp industry in Orissa has experienced a down-tum during the last decade. 
In 1979, there were four mills in Orissa, with another two ‘sick’ mills (GoO 
1979, p 44). Today only Orient Paper Mill and JK Straw paper mills are in 


operation. The other two formerly active mills, Sewa and Titaghur, are under 
revival schemes, 


The JK and OP mills use approximately 70% bamboo and 30% wood as raw 
material input. The total raw material requirement is 395,000 tonnes per year, 
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out of which 119,000 tonnes is the annual demand for wood. The two mills under 
revival schemes have a total installed capacity of 123,000 tonnes per annum, of 
which 37,000 tonnes per annum is wood. The Sewa paper mill is expected to 
become operational in 1991/92, pushing the total pulp industry consumption to 
140,000 tonnes of wood per year. 


The 70-30 ratio is not fixed and as it becomes harder and more expensive to 
acquire bamboo the paper mills are shifting toward using a larger percentage of 
wood. Today the JK mill can use upto 50-50 bamboo-wood without changing 
any of its machinery, hence the demand for wood can be expected to increase in 
the future as more pulp wood raw material becomes available. Mills in other 
states have experimented with alternative agro-based substitutes for wood and 
bamboo, such as Bagasse and wheat-stalks. This, however, requires modernisation 
of the machinery, and the mills in Orissa have not shown any significant interest 
in pursuing this line. One factor influencing their decision could be that Orissa is 
neither a major producer of sugar cane, nor of wheat; so an agro-based mill 
would become dependant on raw material from other states. 


The ideal wood raw material for the paper mills is Eucalyptus with a diameter of 
10 -20 cm, the size of small poles. There is no requirement that pulp wood be 
Straight as there is in the pole market. These characteristics of produce demanded 
by the industry makes it well suited for delivery by private farmers. 


At present the paper mills of Orissa are scrambling for raw material. Approximately 
60% of the annual bamboo requirement is met by the OFDC, the rest is bought 
from the coastal districts in Orissa, from private farmers via company agents 
based in Balasore, and from Assam. Wood is mainly bought from private 
sources, wherever it is available; from Karnataka to Punjab and a small part from 
Orissa. The OFDC provides about 10% of the total wood requirement from their 
depots. To fulfill the rest of the demand, the mills have agents that scout major 
wood markets in Haryana, Punjab and other states, negotiating and striking deals 
with local traders for delivery at factory site. The price paid at ‘farm gate’ is said 
to be about the same all over India - Rs. 500 to 600 per tonne of air dried 
Eucalyptus wood.’ But transporting the wood from far off places such as Assam 
and Punjab increases the total cost at factory gate to as high as Rs.1,500 to 1,600 
per air dried tonne Eucalyptus. This high price is not to be taken as an indication 
of potential average price for farmers of Orissa since the industry only pays this 
much for a marginal quantity of the raw material. That is, only about 5-10% of all 
the material is purchased at the total price of Rs. 1,500 per tonne; the bulk 
purchased is at a price of about Rs. 800-900 per air dried tonne at factory gate. 


7 Airdried tonne is the standard measurement for the pulp industry. Eucalyptus lose about 20% weight 
when dried. 
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This is also the price the OPM quotes to farmers and traders in Sambalpur for 
their produce, delivered at factory gate. 


The market for privately grown pulpwood in Orissa is little developed since not 
much produce is available. Wood bought from Orissa is in most cases procured 
from middle men, or at company depots. The middle men are undesirable from 
both the industry’s and the farmer’s point of view, as they charge their own profit 
margin. However, they become necessary since it is too expensive and cumbersome 
for the mills to approach small farmers individually to purchase their produce; 
and small farmers are unwilling to approach the industries directly. What is 
lacking is basic market information about where produce can be bought, and 
which industry demands what produce - information that could be made available 
through the Social Forestry Project. But even if information could be supplied to 
the farmers and the industry, there is the problem of myopic suppliers and 
gigantic buyers (monopsonic market). As there are only two or three buyers of 
pulpwood in Orissa, and most of the tree growers are very small, it follows that 
the individual seller will have very little bargaining power. This might lead to 
exploitative pricing by the buyers especially if the buyers are have an alternative 
source of supply, such as captive plantations (see chapter IV). 


Summary of Consumption of Wood in Orissa 


Table 2: Estimated consumption of wood in Orissa (tonnes) 


Consumption 
Non Industrial Industrial Total 
Fuelwood 4,700,000 8,000 4,708,000 
Timber 170,000 43,000 213,000 
Poles Na 125,000° 125,000 
Pulpwood Na 158,000°° 158,000 
—_— (123,000) (123,000) 
Total 4,870,000 334,000 5,204,000 


deena ee era een Ne re ee 0 a 
This figure is based on the assumption thal every pole weighs 25 kg. 


** ‘The industrial consmption is 123,000 tonnes air-dried wood, which is the equivalent of 158,000 tonnes green 
wood". 
Supply Situation 


There are two categories of suppliers to the Orissa wood markets; private 
farmers (individuals or village communities) and the OFDC. The latter deals to 
90% in Bamboo, but holds a virtual monopoly on trade in hardwood such as Sal 


Digitized by srujanika@gmail.com 


Market Situation in Orissa Today 13 


and Teak. This situation might change in the future. A clear indication that the 
central government wants to lessen the industrial dependence on state forests is 
given in the Government of India National Forest Policy of 1988, where it is 
Stated that raw materials for industries should not be made available from 
degraded forests, but should be drawn from private lands. As the aim of this 
Paper is to study the situation of the private farmers, we will concentrate on the 
private sources of wood supply. 


Supply of wood from private farmers can be divided into timber and non-timber 
Supply. Fast growing species, such as Eucalyptus take 15-20 years to reach 
timber size; hardwood such as Teak takes even longer. Eucalyptus attains pole 
size in about 10 years, while it usable as pulpwood in 5-7 years time. Trees will 
have to be thinned regularly to attain timber size; under Orissa conditions it is not 
possible to raise timber of higher growing density than 700-800 trees per hectare. 
These restrictions will determine the output structure of private tree-farming. In 
a survey by the author, farmers expressed the following priority in produce 
expected to be harvested: 


Table 3: Marketing expectations of farmers 


Priority Timber Poles Pulpwood Fuelwood Sum % 
l 74.8 5.20 13.0 7.00 100% 
2 6.30 37.4 37.5 18.8 100% 
3 40.0 30.0 10.0 20.0 100% 
4 2.90 32.6 29.7 34.7 100% 


Source: Author's survey. Figures are percentage of respondents per priority category. for example: priority | 
indicates what the farmer expected to market most of — thus 74.8% of all respondents expect to market foremost 
timber, while only 7% expect to market mainly fuelwood. 18.8 % of the respondents expected to market second most 


of fuelwood etc. 


In most cases the farmers’ expectations will probably prove exaggerated, mainly 
because of the following reasons: First, the time factor will discourage some 
farmers from growing trees of timber size; small farmers might not have the 
financial means to wait for the trees to grow to timber size. Among the farmers 
who said they would market mainly timber produce, the average time they 
expected to wait was only about 12 years, as opposed to the 20-30 years it will 
take. However, if managed optimally a plantation can yield recurrent benefits 
over the whole life-span, and thus enable the farmer to wait for the timber to 
mature. Research on optimal management of these plantations, and conscientious 
extension work to propagate such methods is needed to help the farmers regarding 
these issues. Second, average density of plantations is approximately 5000 trees 
per hectare, which is too dense for growing timber, unless heavy thinning is 
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carried out. One possible explanation for the high density observed could be the 
often encountered notion of ‘price per tree’ - one tree is worth so much, 
regardless of the quality. Following that logic farmers plant as many trees as 
possible on a given plot of land. According to Social Forestry Project statistics 
80% of all seedlings lifted by private farmers is Eucalyptus, followed by Acacia 
and Sisoo. Thus the bulk of the output from farm forestry will be Eucalyptus of 
pulp - pole and fuelwood quality - not timber quality as expected by the farmers. 


What about Over Production and Weak Market Demand? 


One of the most important factors identified in states where markets failed was 
insufficient demand, or over production. What is the likely Orissa scenario? 
Have the farmers planted more trees than the market can possibly absorb? Under 
some rather crude assumptions we will guesstimate the area to be planted to 
sustain industrial wood consumption of Orissa, and see how it compares with 
area under private plantation and the area under private and community plantation 
within the SFP. This guesstimation will of take market dynamics into account, 
but will crudely assume that the material from the SFP will replace the existing 
supply in the market. Although we realize the short-comings this assumption 
introduces, we still feel the following exercise is relevant to see whether the SFP 
has encouraged obvious excessive plantation or not. 


An estimation of the hectares needed involves the difficult calculation of average 
yield per hectare of plantations. This yield figure depends on environmental 
factors (quality of land, availability of water, climate, rainfall), guality of 
seedlings (species and sub-species yield differently under a given environment), 
density of plantation and most importantly, the care and protection given by the 
farmer. Unfortunately there is very little information available with the Social 
Forestry project about actual yield from plantations, and thus it is difficult to 
estimate future harvests. In an attempt to capture the ‘span of possible real 
events’ we will use one high and one low figure as yield per hectare per year - and 
implicitly assume that survival rates for the plantations in general have not been 
too abysmal. The high estimate of 10 tonnes per hectare per year is based on yield 
studies of Eucalyptus from Bihar (B. N. Sinha, Bihar, 1989). The low estimate of 


5 tonnes per hectare per year was arrived at through discussions with forestry 
experts. 


The mills in Orissa consume the equivalent of 154,000 tonnes® of wood per year. 
Assuming that farmers market on an average 75% of their produce (according to 
the author's study), the total area to be harvested yearly is roughly 2,900 hectares 
in the high yield case, and 5,900 hectares in the low yield case. With a rotational 


123,000 tonnes air dried wood is approximately 154,000 tonnes ‘green wood’. 
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period of 7 ycars, the least total hectare needed will be 20,600 hectares, and 
maximum 41,300 hectares as the industry consumes one ‘batch’ per year and it 
takes 7 year for the first ‘batch’ to mature. Hence, approximately 1.3 to 2.7 times 
the total area of the private plantations promoted by the Social Forestry programme 
this far wotlld be needed to sustain the paper & pulp industry of Orissa alone. 


Under the above assumptions, it would require 56,000 to 112,000 hectares of 
plantations, or roughly between and 1.1 times the total sum of all community 
and private plantations promoted by the SFP to date, if private and community 
tree growers are to satisfy the total industrial consumption of 354,000 tonnes 
wood per year. 


Summary of Consumption and Supply Situation 


Due to the long time span required for timber to mature, lack of knowledge of 
how to plant, thin and maintain trees, there will not be as much timber quality 
produce as hoped for and expected by farmers. Of the species planted by farmers, 
Eucalyptus alone accounts for 75-80%. Thus it is evident that the major form of 
produce marketed by farmers will be Eucalyptus, of pole, pulp- or fuelwood 
quality. There will be other species too, such as Acacia, Sisoo and Casuarina, but 
they will be used for the same purposes as Eucalyptus. 


Considering the low share of timber quality produce and the undesirable 
characteristics of fuelwood markets - low prices and minimal profits, there are 
two main markets left for the bulk of farm forestry produce: the market for poles 
and the market for pulpwood. The demand in the pole market is for higher quality 
produce - straight material - than in the pulpwood market; furthermore, the 
former is already supplied by farmers in Andhra Pradesh. Thus the pulp wood 
market seems to be the most easily accessible market with reasonable demand 
and profit potential. The imbalance in bargaining power between buyers and 
sellers might, however, prove to be a factor discouraging farmers to enter this 
market. 


The (roughly) estimated consumption/supply situation of Orissa over the coming 
years is summarised in table 4. 


There seems to be no immediate risk that produce from private land plantations 
will ‘flood’ the markets as the total private plantations only sustain three- 
quarters of the pulpwood consumed by the paper industry, and only about one- 
third of the total industrial demand (under the high yield assumption). The large 
community plantations could cause an over-flow in the markets, if a major part 
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Table 4: Guesstimated future consumption/supply situation in Orissa 


Hectare planted 


Farm forestry Community 
Hectare + FFRP woodlots + (B) 
needed 
(A) (B) (C) 
15,000 62,000 
Pulpwood (B/A) (C/A) 
- High yield 20,600 73% 300% 
- Low yield 41,300 36% 150% 
Total industry 
- High yield 56,000 26% 111% 
- Low yield 112,000 13% 55% 


of it is marketed. This is however unlikely as most of the harvest from these 
plantations will probably be consumed within the village and only a minimum 
traded. These conclusions are subject to the assumption that the local markets 
clear smoothly;° an assumption that might prove invalid in the Orissa setting (see 
the chapter IV). 


* If there is shortage in one focal market and surplus in another, the price will remain stable in both 
as buyers will move to the surplus market, and sellers to the deficit market. The major factors that 
determine whether a market clears smoothly or not are market information and the institutional 
Setting. 
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III. What is being done about the Market 
Situation? 


State Action 


The state agencies are hardly involved in private wood trading. The OFDC trades 
mostly in bamboo and state forest wood - barely 5% of the annual turnover stem 
from trade with private tree growers. This is not surprising since there has hardly 
been any scope for dealing with the few private tree growers active in Orissa in 
the past. 


However, in the coming 4-5 years, the supply scenario will change with the 
arrival of Social Forestry produce in the markets. The OFDC has submitted to the 
Forest Department an outline for streamlining the procedure of procurement 
from private farmers. The contents and fate of this proposal are unclear, but 
experience from Uttar Pradesh shows that, if correctly devised, there is scope for 
such a proposal. The Uttar Pradesh experience of the involvement of the state 
trading corporation is an interesting case study.'° The corporation is buying only 
Eucalyptus and the mode of operation is as follows: 


A depot officer moves from village to village, convincing farmers to sell trees to 
the corporation. In case a farmer wants to sell, the depot officer evaluates each 
tree according to its’ girth. Harvesting is done by the corporation, and payment is 
made on the spot by a bank draft. The produce is sorted and stacked at a nearby 
corporation depot and auctions are held. 


The benefits of the presence of the corporation, as expressed by farmers 
interviewed include: 


(i) | The corporation provides a valuation of the produce according to norms 
that are understandable to the farmers. This has led to farmers turning away 
from the traditional lump-sum evaluation, customary with the local traders. 
Farmers feel strengthened in their dealings with traders by the increased 
knowledge of the value of their crop. 


© This section draws entirely on the ORG study of markets in UP (ORG 1990 a:). 
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(ii) The corporation makes prompt payment, the farmer docs not have to 
bother a salesman for payment. 


The presence of the corporation in the market has, according to UPFC officials, 
led to an increase in the price level of Eucalyptus. Furthermore, a minimum price 
level is provided for distress sales, a situation in which farmers otherwise might 
be exploited by traders. A government intervention along the lines of the UPFC 
might prove constructive for the future development of wood markets in Orissa, 


Industrial Action 


The wood-based industry, more notably the pulp industry, has responded to the 
raw material crunch by launching two programmes: the joint venture captive 
plantation and the industrial farm forestry programmes. 


Joint ventures 


Until 1987, some industries in Orissa were allowed to hold captive plantations to 
meet their requirements of raw material. These plantations are now nationalised 
and under state government control. In 1988, the government of Orissa amended 
the Orissa Forest (Conservation) Act to allow for government and private sector 
joint venture companies to hold captive plantations. The state government also 
established the Orissa Plantation Development Corporation (OPDC) as a subsidiary 
to the OFDC to act as the governmental partner in new joint ventures. 


The design is that the OPDC and a private company float a third joint venture 
company, with 51% : 49%; OPDC : private ownership. This new company will 
acquire usufructuary rights for a piece of land for a period of 32 years, and will 
then carry out planting, caretaking and management of the plantation. 


The joint venture company will pay a land rent of Rs. 25 per hectare to the 
government, and a royalty fee per tonne of wood harvested. The royalty is 
calculated from a base year royalty (base year = 1991) of Rs. 370, and is 
increased by 8.5% per annum. Furthermore, the joint venture company will stand 
all costs of development and maintenance of the plantation. The investment costs 
will be repatriated to the joint venture through royalty rebates. With these 
rebates, the average royalty fee actually paid by the joint venture to the state 
government per air dried tonne over the 32 year period, will come to approximately 
Rs. 310 per tonne. The produce will be sold to the private company that holds 
shares in the joint venture, at a price set to the royalty plus logging, transport and 
service charges incurred by the joint venture company. 


It is hard to discern from the proposals at hand how the future pricing system of 
the joint ventures would compare to the open market price system, and whether 
the price quoted to the industry would reflect the real cost of the plantations. All 
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institutionally determined prices are unfortunately inherently subject to the risk 
of being influenced by objectives other than strictly economic ones. The potential 
impact of joint ventures on the open wood markets will be discussed further in 
chapter IV. 


Industrial farm forestry 


In view of the precarious raw material situation in Orissa, JK straw, Orient Paper, 
Sewa and Mangalam Timber have decided to launch their own farm forestry 
schemes. The pioneer in this field was WIMCO Ltd, which in 1984 engaged 
private farmers to grow poplar in several districts of UP, Haryana and Punjab. As 
it proved very successful, other industries all over the country are now trying to 
replicate the idea. 


Most of the projects in Orissa are still in the planning stage, but some of them 
will be launched on a small scale this year. The general outline of these 
programmes is very much along the lines of the government farm forestry 
component where farmers are provided with seedlings and technical know-how. 
Under the industrial farm forestry the farmer is also assured of a safe market for 
his produce once it is ready for harvest. The mills are in fact thinking along the 
lines of a ‘contract of sale’ where the farmer would be bound to first offer his 
produce to the company that has provided the seedlings. The practical feasibility 
of this kind of arrangement is, however, doubtful. 


A more important difference in approach between private sector farm forestry 
and government farm forestry is the private sector focus on quality, instead of on 
quantity. JK Straw and SEWA have set up separate subsidiaries to carry out 
research to improve Eucalyptus seedlings (as WIMCO did with WIMCO 
Seedlings). This research will ultimately benefit the farmer, since he will be able 
to reap a higher yield from a given area of land. In addition, the farmers are 
accountable to the company for the seedlings distributed — a farmer who does 
not tend to his seedlings will not receive any more in future. This is believed to 
encourage a greater sense of responsibility among the farmers, than if seedlings 
were just distributed without any accountability. 


The scale on which the industries will pursue their schemes will depend on how 
well the farmers respond; but at least JK Straw claims to be aiming for total 
dependence on contracted private farmers for future supply. 


Summary of State and Industrial Action on the Market Situation 


The Orissa state government is at present not directly engaged in the private 
wood trade in any significant way. There are plans and suggestions that the 
OFDC will offer an alternative marketing channel to the farmers. Experience 
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from Uttar Pradesh suggests that there is a potential role for the state government 
to play in providing stability and security to the weaker actors in the market - the 
small farmers. The industry, on the other hand, has reacted to the precarious raw 
material situation by proposals to float captive plantation holding companies in 
collaboration with the Orissa state government, and by engaging in private farm 
forestry activities to encourage farmers to plant trees to sell to the industries. 


While the impact of possible government marketing intervention and industrial 
farm forestry endeavors can be expected to be positive for the farmers of Orissa, 
the effects of possible joint venture plans are by no means clearly defined. Some 
ideas on the plausible impact on the market by joint ventures will be discussed in 
the following chapter. 
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IV. External Factors Indirectly Influencing 
the Market Structure 


Markets never exist in a vacuum, but are a product of society. Thus an important 
part of any market analysis is to identify external factors that influence and shape 
the market in question. External factors can be sub-divided into directly and 
indirectly influencing factors. 


Directly influencing factors are those whose ultimate aim are to influence the 
structure and functioning of a market, such as price regulations, laws about 
registration, licenses for traders and even interactions such as the UPFC’s 
attempt to help farmers. The most important factor in this category, present in 
Orissa, is the curb on export of round logs and railway sleepers from Orissa. 
These rules have forced a large number of small saw mills out of business and, if 
a total wood-export ban is enacted, the effects on the wood-based industry would 
be severe. 


Indirectly influencing factors, on the other hand, are those whose aim is not to 
affect the market as such, but through their constitution do. These are not as 
easily perceived as the directly influencing factors, but are never the less 
important. 


Factors that indirectly influence the structure of the wood markets can be divided 
into two classes: institutional and other factors. 


Institutional Factors 


The markets in Orissa are indirectly affected by two, not always congruent, 
agencies - the central and the state government. The most obtrusive institutional 
factors that influence the wood markets are; 


(i) The central and state government rules and policies for industries, pertaining 
to forest management, 


(ii) The state government rules for harvesting and transport of forest produce, 


(iii) The state government policy on issuing usufructuary rights - ‘pattas’, to 
FFRP farmers. 
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(i) Industries are lobbying for the right to establish captive plantations, either 
alone or in the form of joint ventures with the state government (as described in 
chapter III). At state level, joint venture captive plantations are encouraged, but 
the central government has not approved any such Orissa state government 
proposal. 


As the market already today is dominated by a few large buyers the market 
situation will be greatly affected by the decision ultimately taken, and by the 
policy followed. Since the industry would be able to satisfy a sizable portion of 
their raw material requirement from this one source, joint ventures would clearly 
become ‘price leaders’, that is, they would determine the prices in the market. 
The effect on the open market would depend on whether or not the joint ventures 
act in a competitive manner. By a competitive manner, we mean that the total 
price - land rent, plantation and logging costs, royalty and profit margin, that the 
state government quotes to the buying industry, through the joint venture company, 
reflects the real costs incurred by the plantation, recognising the alternative value 
of land, labor, capital and other inputs used plus a reasonable profit margin. 


In case the joint ventures do act in this manner, the farmers will have the 
opportunity of competing by producing wood at a lower cost than the joint 
ventures, and thereby capturing part of the market as the industry will purchase 
from the cheapest, most efficient, producer. If, as has been the case in the past, 
the state government feels compelled to supply raw material to the industry, 
through joint ventures, at a subsidised rate, the effect on the open market could 
be extremely detrimental. The ‘price leader’ stipulating a price that does not 
reflect the real costs incurred by the joint venture would exclude farmers from 
competing by means of cost efficiency. The market mechanisms would not serve 
its’ main purpose of rewarding the efficient, but would be set aside, and leave 
room for production by a presumably less efficient producer, at the expense of 
the taxpayers. 


In sum, there is uncertainty as to what the final government policy and action on 
joint venture captive plantations will be. If joint ventures are sanctioned, care 
must be taken by the state government that prices are set competitively, otherwise 
there could be great damage done to the open market for wood produce. 


(ii) Under the Orissa Timber and Other Forest Produce Transit Rules (1980), 
any one who wishes to transport forest produce from private land must obtain a 
transit permit (henceforth referred to as TT-permit). The procedure for obtaining 
this permit is as follows: 


Before felling trees, ownership of the land and the trees must be certified by a 
‘joint verification’ by the Revenue Department and the Forest Department. This 
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entails officials from both the Revenue and the Forest Department inspecting the 
produce in situ. 


After the joint verification, the farmer submits a list of conversions of trees and 
bamboos felled to the District Forest Officer (DFO). The DFO verifies (by 
physically marking the wood with the forest department hammer) that only what 
is mentioned in the list really is to be transported. 


Thus the whole procedure requires three visits to the site by Revenue and Forest 
Department officials and some communication between the farmer and the said 
departments. Understandably, a small farmer finds it cumbersome to approach 
two different departments on at least three occasions, especially since 
communications between a remote village and centralised departments are 
bound to take time. 


Due to the degree of complexity of the transit permit rules, not many farmers can 
be expected to fully comprehend them, a factor that might render the farmers 
easy targets for exploitation. A survey, by the author, of !2 villages in Sambalpur 
district show that only 60% of the farmers interviewed had any conception of 
what the transit rules signify. Of these, hardly 10% had sufficient knowledge to 
explain the procedures of obtaining a permit. This is despite the efforts by the 
Forest Rangers in Sambalpur district to extend knowledge of the procedures of 
and the rationale behind the permit system. 


Even though, in theory, the departments are instructed to expedite TT-permit 
applications at great speed, reality seems to suggest that is an exception. The 
author interviewed two village Sarpanches and two private tree growers in Puri 
and Sambalpur districts, who had experience of obtaining permits. None of the 
interviewed had received permits in less than five months time, in two cases it 
took over one year for the TT permits to be issued. Furthermore, in two of the 
cases, allegedly, bribes had to be paid to receive the permits. Even though there 
can be no generalisations made from such a minuscule sample, it points to the 
problems that even well educated, well versed business men and village elders 
face due to the system of permits; what would then the situation not be for an 
illiterate farmer? 


Indications of the kind of problems that regulations might cause can be seen 
from experiences of other states where similar permit systems prevail. In a study 
of wood markets in West Bengal (IMRB, 1989 a:) and of wood markets in Tamil 
Nadu (IMRB 1989 b:) the conclusion is drawn that the felling and transit permits 
have brought into existence a whole structure of middle men that profit from 
farmers inability to obtain necessary permits. Interviews with pole traders in 
Orissa reveals that problems with procuring TT-permits deter them from 
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purchasing produce from Orissa farmers, instead they import poles from Andhra 
Pradesh. 


There is also the question of whether some paper mills in Orissa are using the 
permit system to obtain a position of monopoly buyers. A wood trader in 
Sambalpur - who also has plantations of Eucalyptus trees - felt this to be the case. 
According to him, the legal bottle-necks in selling wood produce compel 
growers to sell their produce to a buyer who can acquire the permits needed. 
There are only two organisations - according to the trader - that can accomplish 
this within reasonable time; the OFDC and the local paper mill. Of these, the 
OFDC has a minimal trade in private wood, leaving the local paper mill with 
almost unlimited power as the sole buyer. If the mill quotes a price to a farmer, 
the farmer can either sell to the mill at this price, or he can try to obtain a permit 
and then sell his produce elsewhere. However, if the process of acquiring this 
permit takes upto one year'' the options open to the farmer are in practice very 
limited - he has to sell to the mill at their quoted price. 


Changes are however under way. The Forest Department has submitted a 
proposal to simplify the existing procedure of procuring a permit and to exempt 
from transit permits some species in particular areas. The species to be exempted 
are those that are not found in state forests, but are grown by private individuals. 
These exemptions will probably not have any significance for the majority of the 
farmers, as the most commonly planted specie is Eucalyptus, a tree that also is 
widely planted in state forests. 


A simplification of the procedure will certainly be of help to the farmers. Under 
the present proposal the farmer should only have to approach the village forest 
worker (VFW) with an application for a TT permit (if the specie is on the 
“relaxed' list) . The VFW verifies the ownership of the trees, and submits the 
application to the Social Forestry Supervisor’? who, on approval, remits the 
papers to the Range Officer. The Range Officer issues the permit without having 
to verify the work of the VFW and the SFS. This whole process is much simpler 
than the present system in which the farmer must present his application to the 
District Forest Officer, and there had to be a joint verification by the Revenue 
and Forest Departments. Yet, there would still be three administrative levels, and 
thus possibilities of time lags and snags caused by over burdened SFS’s and 
Range Officers. 


Waiting one year might not seem so bad, but the problem is that first it upsets the harvesting cycle 
for Eucalyptus, and thereby causes financial loss due to excess interest paid on idle working capital, 
and secondly if the delay occurs after the trees are cut, the harvest might rot and lose value that way. 


* The SFS is the SFP official on Forest Ranger level and the VFW is the ‘grass-root’ level worker of 
the SFP, active in every village where community forestry is established. 
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In short, even though the Orissa government has initiated a change in the rules, 
we must conclude that any administrative interference in marketing is bound to 
impair farmers’ ability to market produce, undermining the functioning of the 
markets and thereby also undermining the popularity of the whole programme of 
planting trees. 


(iii) The question of delays in issuing of usufructuary rights - paftas - to the 
beneficiaries of the Farm Forestry for Rural Poor component is a source of 
apprehension for most of the farmers involved. 


Under the FFRP scheme, landless farmers are allotted 0.5 hectare revenue land 
(wasteland), and are given seedlings to plant the same. If the farmer shows 
satisfactory progress (survival of trees) after three years, he is to be issued a 
usufructuary lease - ‘tree patta’. Even though the scheme has been in effect since 
1985, no pattas have been issued as yet. The question of how to do it was referred 
to the central government, but Gol concluded it to be wholly within the jurisdiction 
of the state government to issue the patras. Since this decision, the matter has 
been with the Government of Orissa. 


The problem of delays in issuing of pattas is that the farmers feel their legal 
Status is very precarious. They believe they have no legal right to the planted 
trees until the written patta is issued, with the effect that no farmer has applied for 
TT - permits as yet. Several farmers interviewed claimed to have had trees stolen 
from their plantations without being able to file any complaint with the police. 
They do not know how to convince the police that they - landless as they are - do 
own trees. According to a Forest Ranger a patta is not technically needed to file 
a complaint with the police, proof of their plantation activity would suffice. 
Unfortunately this is not known to the farmers. 


The essence is that absence of pattas, seriously handicaps the marketing ability 
and confidence among the FFRP farmers. While writing this paper, the Revenue 
Department has issued a circular, instructing the District Forest Officers to issue 
these pattas, so hopefully this problem will soon be resolved. 


Other Factors Influencing the Market Structure and Performance 


The other main indirectly influencing factor is the lack of market information at 
the village level. 


A village level study by the author, indicates that farmers possess a very limited 
knowledge of prevailing market prices and of the produce in demand. Only 45% 
of the farmers had any idea of where to market their produce (only 7% had a good 
idea though), while 55% of all farmers had any idea of what price to expect. Most 
of the price expectations tended to be above the prevailing market price. Of the 


Digitized by srujanika@gmail.com 


26 The Wood Markets of Orissa 


farmers who had any idea of where to market the produce, 40% were small 
landholders (less than 2.5 acres or FFRP farmers). The implication of this low 
level of knowledge is that markets will not be able to function efficiently since 
one of the basic pre-requisites of market efficiency - full, or at least sufficient, 
information among the actors, is not fulfilled. In practice it will mean that 
farmers risk exploitation by buyers. Lack of knowledge immediately places the 
farmer in an inferior position to a buyer who has knowledge of prices prevailing, 
and what type of produce is in demand. Lack of knowledge is found to be one of 
the reasons in common for poorly functioning markets in five states surveyed in 
1988-89,"" 


Another important factor is the relation and size of buyers and sellers in the 
market. The important pulpwood market has a monopsonic structure - few, large 
buyers and a myriad of marginal sellers. Even provided marketing channels and 
information, a small farmer will not be in a very good bargaining position vis 4 
vis the industry, and might thus not obtain a remunerative price for his produce. 


Summary of Indirectly Influencing Factors 


The central and the state government have to lay down a clear-cut policy on the 
question of joint venture captive plantations - and more importantly how to price 
the produce if joint ventures are allowed. The state government of Orissa must 
also define their policy on the question of whether the transit rules for forestry 
produce will be moderated, and if so, to what extent. The third question is when 
the due pattas will be issued. Without them the farmers are in a very insecure 
legal position. The stand the authorities take on these issues will have great 
bearing on the forming and functioning of wood markets in Orissa. The abysmal 
level of knowledge among the farmers poses another threat to the efficiency of 
the market mechanisms of any future wood markets. 


' The high-lights and common themes from ISO/Swedforest commissioned market studies of 


Haryana, Bihar, Tamil! Nadu, Maharashtra and West Bengal have been compiled by Dr. N Chatterjee 
in ‘Report on Pilot Market Studies of Farm Forestry Produce in India’ (ISO/Swedforest 1990). 
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V. Conclusions and Suggestions 


Conclusions 


Total consumption of wood in Orissa is quite large, approximately 16 million 
tonnes per annum; however, the estimated traded consumption is only about one 
third of the total consumption - 5,6 million tonnes per annum. Traded consumption 
splits into 94% fuelwood, 3% pulpwood and 3% poles and timber. The timber and 
fuelwood markets are those with the most developed village level market structures 
- pulpwood and poles are both quite new products. The timber markets, especially 
the soft-wood market, are very sensitive to curbs on exports; thus there could be a 
major decline in timber consumption if there is a total ban on all wood-exports 
outside the state. 


The fuelwood market is not only the largest potential market, but also the one 
with the smallest profit margins, due to competition from a large number of head 
loaders and the OFDC, who sell wood at a subsidised rate. The timber market 
holds greater profit potential for farmers, but due to various reasons only a small 
portion of the private farmers’ produce will mature to timber size. The markets 
for poles and pulpwood therefore seem to be the most likely markets for farm 
forestry produce. To sustain the latter of these markets 1.3 to 2.7 times the total 
area under private plantations today is needed. In this respect Orissa is better off 
than for example both Punjab and Uttar Pradesh were, where weak demand was 
one of the reasons for the poor market performance. Another interesting feature is 
that if the entire industrial consumption of wood is to be met solely by farmers 
(private and community) - as the National Forest Policy of 1988 prescribes : the 
produce from somewhere between 1/2 and 1.1 times the total area planted under 
the Social Forestry Programme will be needed. However, the pulp wood market is 
a market of few, large, buyers and a myriad of small suppliers, where farmers 
naturally are in a weak bargaining position. 


In sum the consumption and supply situation can be summarised as potentially 
conducive to the development of wood markets, with possibilities for farmers to 
market their produce. However, there are some, mainly institutional, obstacles 
such as an excess of rules and a shortage of market information and threats of 
curbs on wood exports from Orissa and an imbalance between the few big buyers 
of wood and marginal sellers. Only if these discouraging factors are addressed, is 
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there a chance for the development of a natural farmer-industry linkage which 
could ensure the future interest of farmers in planting trees. 


The following Suggestions are made: 
Deregulate trade in forest produce 


The major issue of deregulation is that of transit permits. The move to simplify 
the rules is a step in the right direction. But in order to provide a conducive 
environment for farmers to market produce, and to enable industry to become 
less reliant on raw material from state forests, a total deregulation of at least the 
species predominantly planted by farmers - Eucalyptus - must be aimed for. 


This is not a very popular idea with many forest officials, on the grounds that 
there is too much Eucalyptus planted in state forests, and thus thefts would 
increase with a relaxation of transit rules. Cautiousness is justified, but the 
question should be posed whether the forest department should continue to 
afforest state forests with Eucalyptus. If the Forest Department would desist with 
this practice, Eucalyptus could be exempted in some areas to begin with; then, as 
Eucalyptus would be gradually replaced in the state forests, there could be an 
expansion of the areas of exemption of Eucalyptus, so that it finally covers the 
whole state. 


While this substitution takes place, every effort should be made to simplify the 
procedure for farmers to acquire TT-permits, so that they are not discouraged 
from marketing their produce themselves. The step taken by the GoO to simplify 
the TT-rules is one step in the right direction, but there is still scope for 
improvement. There should be no more than one administrative level for issuing 
the permit; this to provide a link of direct accountability between the farmer and 
the administration. If a Village Forest Worker alone is charged with the 
responsibility of issuing TT-permits, any delay on his side will be directly 
traceable to him personally, and will ‘bring down the villagers on his head’- 
there is no scope for blaming delays on ‘administration’, which is possible as 
soon as there is more than one administrative level. The farmer will feel he has 
more control over the situation, and the procedure of applying for a permit will 
seem less daunting. 


In sum, while changing the afforestation policy, simplifications of the existing 
procedure of obtaining TT-permits should be made (even to a greater extent than 
is suggested in the PCCF proposal) all in the long term interest of sustainable 
forest farming. 


Establish an information-sharing system between the industry and private farmers 


via the Social Forestry infrastructure 
In order to enhance farmers’ abysmal knowledge of prices and demand situation 
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in the markets, and to minimize information costs that today deters the industry 
from purchasing directly from farmers, an information sharing system should be 
initiated via the Social Forestry infrastructure. This idea is by no means new to 
social forestry. The Government of India sponsored FAO/World Bank guide to 
monitoring and evaluation - the ‘Red Book’'* comments on regular monitoring 
of market prices: 


“On a routine basis, however, the regular collection and publication of price 
data provides an invaluable indicator of changes in supply and demand for 
products, the output of which the programme aims to influence. The observation 
of forestry produce prices is included under monitoring activities because it 
must be done regularly and because the data are of special value." (FAO, page 
30). 


The manual for social forestry in Orissa ( ‘Social Forestry Handbook for Orissa’ 
Volume 1, Patnaik et al, page 99) lists market prices of forest goods as one of the 
parameters that the monitoring system should watch quarterly. Despite these 
intentions the knowledge of prices is poor. Instead of ‘inventing the wheel 
again’ we will draw on the excellent advice of the FAO guide, as well as our own 
ideas, when suggesting what action to take. 


Every six months prices in one urban and four rural markets per agro- 
climatic zone should be observed. From each of these markets, three to 
five samples of end user prices should be recorded of every product. Prices 
in urban and rural markets should be separated and measurements should 
be standardized (e.g. kgs). Comparative prices in government depots 
should be reported. These data could be reported twice yearly in a bulletin 
that would at the very minimum be sent to all DFO’s, all nurseries, officers 
involved in extension work and others that have direct contact with 
farmers and tree growers . 


The SFW’s should collect data about farmers that have produce ready for 
harvesting; number of trees, quality, size and price expected. This 
information should then be passed on to the DFO’s office. The DFO's 
should be encouraged to make contact with near-by industries and provide 
them with information about where produce is available. 


The latter measure would lessen the information cost of the industries and 
facilitate them in buying produce directly from the farmer instead of through 


| The ‘Red Book’ -“‘An operational guide to the monitoring and evaluation of social forestry in India” 
(FAO forestry paper 75) has been used as a reference for setting up monitoring and evaluation 
systems in social forestry programmes all over India. The OSFP M&E system is bused on this 
document. 
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middle-men. The DFO would also gain knowledge of what kind of produce the 
industries demand, and what they are prepared to pay for it. This information 
could be passed on to the tree growers’ though the extension personnel, possibly 
in connection with the bulletin mentioned above. However, the DFO is not 
supposed to strike deals on behalf of the farmers, but only act as an information 
link between a seller and a buyer. 


The OFDC should provide an alternative marketing channel for small farmers a 
long the lines af UPFC 


As a complement to the Social Forestry Project information sharing system, the 
OFDC should provide an alternative marketing channel for private farmers. This 
could be achieved by the following measures: 


(a) Increasing the number of purchase depots in order to widen the catchment 
area of the OFDC, 


(b) Officials from the depots should travel around to villages and approach 
farmers. These officials would also be able to evaluate the standing crop 
according to easily understood criterion such as girth. Payment to farmers 
should furthermore be made on the spot, 


(c) The official and the farmer in question would consult the Village Forest 
Committee, or the local Social Forestry Supervisor to establish the ownership 
of the standing trees. The Forest Ranger would then issue a TT-permit to 
the OFDC. 


The OFDC would auction the produce through the already existing infrastructure 
of retail depots. It must be decided whether the aim of the pricing system should 
be to provide economic assistance to the farmers, or whether the aim should be 
profit maximisation by the OFDC. Experience shows that significantly subsidised 
prices - such as inflated purchase prices - are difficult to sustain over a long 
period of time, and often they end up distorting the market more than helping it. 
We recommend the prices to be set somewhere near prevailing prices for wood, 
that prices should not fluctuate as pure ‘free-market’ prices do but instead 
provide the market with some price stability. 


Information to farmers on how to plant must reflect the prevailing demand struc- 
ture of wood products, so that farmers do not expect to sell what is not in demand 


As indicated by the field study, there seems to be a mis-match between what 
farmers in general want/expect to harvest, and what they actually will harvest. In 
particular there is a lack of understanding of the relationship between the number 
of trees planted per acre and the quality of the final produce. Trees that are 
planted at a too high density will not mature into timber, even if farmers are 
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prepared to wait for 30 years, unless a proper thinning regime is applied. 
Moreover, when farmers plant at a acceptable density, they are often not aware 
of how long time they will have to wait for the produce to mature. A farmer who 
plants 1000 trees per acre in the hope to harvest timber in ten years time (and can 
not, due to poor financial status, extend his chosen rotational period), might have 
gained more by planting 2500 trees instead, as the produce only will reach 
pulpwood or pole size under that given time-span. 


The reasons for this confusion among farmers are surely many, yet it should be 
possible to dispel some of the greatest question marks through directed and 
conscientious extension work. Providing farmers with simple guidelines of how 
many trees that can attain a certain size on a given plot of land, in what period of 
time, would certainly enhance the possibilities of farmers to make rational 
production decisions - especially if coupled with prevailing price information for 
different produce, as discussed above. 


In short, farmers who lack basic knowledge of relations between plantation 
density, rotational period, and yield will! not be capable of taking rational 
economic decisions concerning their strategy of tree-growing, which might lead 
to mis-placed expectations, frustrations and ultimately, waning interest for tree 
planting. These problems could be dealt with through extension work focused on 
the basic relationships between density, time and yield. 


Formation of tree growers’ cooperatives should be promoted to strengthen the 
position of the farmers vis a vis the industry. 


The bargaining position of farmers can best be improved by formation of tree- 
growers’ cooperatives. The National Dairy Development Board (with SIDA 
funding) is about to start a ‘Mega-pilot project’ on promoting tree growers’ 
cooperatives in Orissa, Rajasthan and perhaps Tamil Nadu. The project includes 
some 30 cooperatives in every state to be formed during a period of five years. 
The development of these pilot project should be closely followed and if 
successful, tree-growers’ cooperatives could be introduced to cover most of the 
private tree farmers. 


Summary of Suggestions 


The suggestions of this paper are that the market situation for farmers could be 
improved by deregulating the trade in forest produce, establishing new marketing 
channels for private farmers, providing information to farmers of how to act to 
attain a certain kind of produce and by assisting farmers to organise into 
cooperatives to enhance their bargaining position. 
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